Industrial Finance

integration of banking functions can hold good for all time.
Hie only permanent factor is the need for an effective
machinery to advise the public in regard to industrial
securities, to raise the capital from the public in various
forms in the manner most convenient to them and to the
industry alike, and to be in intimate touch with the needs
and difficulties of industry.

By whom and in what manner have these services been
done, if at all, in India? Clearly not by the joint-stock
banks which have been ineffective even as purveyors of
revolving credits. Managing Agents have been performing
with varying degrees of efficiency all those services which
in other countries are done by banks, issue houses, and
financial companies. Unfortunately their services have
been available only in respect of some major industries and;
large-scale business units. Medium sized businesses were
not able to find a financial institution which would supply
their needs. Again, the association of management and
financing which the managing agency system has entailed
has given the agents great power which has generally been
abused. The cream of industrial profits was taken away
by the managing agents leaving to the investor only a very
inadequate return. Hence the free flow of capital to
Industries was generally dammed and dependence on the
managing agents for industrial finance became more and
more pronounced.

In cases where managing agents did not raise capital
from the public, the task was undertaken by individuals of
varying degrees of ability and integrity, not always with
happy results. These men were lacking in business or
financial experience and the capital which they put into
fiie business together with what they were afble to raise
from the public was so inadequate that within a short time
the businesses coHapsted. The loss incurred by the public
scared away investment even in more profitable enterprise.
The investing public in India are left with no guide or
adviser to aid them in their industrial investment. On the
other hand even sound propositions are unable to command
enough capital. There have been several cases in recent
years where the promoters of the most promising electric
and other companies have failed to raise sufficient capital or
to get the capital underwritten by any financial company.
!fhus there is a definite gap in India in the banking and
financial machinery which must be filled so as to enable
new businesses to be started and financed smoothly and
to get sufficient long-term credit.,